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INDEPENDENT AUDITOR’S REPORT

To the Town Council
Town of Mounds, Oklahoma

We Report on the Financial Statements

We have audited the accompanying financial statements of the governmental
activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the Town of Mounds, Oklahoma, as of and for the
fiscal year ended December 31, 2013, and the related notes to the financial
statements, which collectively comprise the Town’s basic financial statements
as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management 1is responsible for the preparation and fair presentation of these
financial statements 1in accordance with accounting principles generally
accepted 1in the United States of America; this includes the design,
implementation, and maintenance of internal <control relevant to the
preparation and fair presentation of the financial statements that are free
from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements
based on our audit. We conducted our audit in accordance with auditing
standards generally accepted 1in the United States of America, and the
standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States, and in
accordance with Oklahoma Statutes. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on the auditor’s Jjudgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal
control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate
in the circumstances but not for the purpose of expressing an opinion on the
effectiveness of the Town’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of
accounting policies used, and the reasonableness of significant accounting
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estimates made, by management, as well as evaluating the overall presentation
of the financial statements.

We believe that the audit evidence we have obtained 1is sufficient and
appropriate to provide a basis for our qualified audit opinion.

Basis for Qualified Opinion

The Town of Mounds has included 1its Street & Alley Fund and Parks &
Recreation Fund as Business-Type Activities rather than Governmental
Activities. The activities of those two funds were included in the PWA,
which is a proprietary fund. U.S. Generally Accepted Accounting Principles
requires those funds to be included as Governmental Activities 1in the
Government-Wide Financial Statements and as Governmental Funds in the Fund
Financial Statements.

Qualified Opinion

In our opinion, except for the effects of the matter described in the Basis
for Qualified Opinion paragraph, the financial statements referred to above
present fairly, in all material respects, the respective financial position
of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of the Town of Mounds,
Oklahoma, as of December 31, 2013, and the respective changes in financial
position thereof for the year then ended 1in accordance with accounting
principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

The Town of Mounds, Oklahoma has implemented the general provisions of the
Governmental Accounting Standards Board (GASB) Statement No. 34. However the
Town has not presented the Management’s Discussion and Analysis or Budgetary
Comparison Information required by the Governmental Accounting Standards
Board (GASB) that the GASB has determined 1is necessary to supplement,
although not required to be part of, the basic financial statements.

Supplementary and Other Information

OQur audit was conducted for the purpose of forming an opinion on the
financial statements taken as a whole. The accompanying combining statements
listed in the table of contents as Other Supplementary Information, are
presented for purposes of additional analysis and is not a required part of
the financial statements of the Town of Mounds, Oklahoma.
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Such information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to
prepare the consolidated financial statements. The information has been
subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other
records used to prepare the financial statements or the financial statements
themselves, and other additional procedures 1in accordance with auditing
standards generally accepted in the United States of America. In our
opinion, the information is fairly stated, 1in all material respects, 1in
relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our
report dated April 24, 2015, on our consideration of the Town of Mounds,
Oklahoma’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on
the internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in compliance with Government
Auditing Standards in considering Town of Mounds, Oklahoma’s internal control
over financial reporting and compliance.

flrsboans CPA # fssecinte, FE.

Kershaw CPA & Associates, PC

April 24, 2015



EXHIBIT A
TOWN OF MOUNDS, OKLAHOMA
STATEMENT OF NET POSITION
DECEMBER 31, 2013

Governmental Business-Type
Activities Activities Total
ASSETS
Current Assets:
Cash and cash equivalents $ 290,983 $ 133,461 $ 424,445
Investments 247,774 13,168 260,941
Accounts Receivable 26,946 15,682 42,629
Taxes Receivable 25,856 - 25,856
Prepaid Expenses 6,523 4,579 11,102
Insurance reserve 1,286 - 1,286
Due from Other Governments 235,750 - 235,750
Due from Other Funds 79,509 22,195 101,704
Total Current Assets 914,627 189,086 1,103,713
Non-Current Assets:
Insurance reserve 13,332 - 13,332
Capital Assets
Land 32,000 20,200 52,200
Other capital assets, net of Accum. Depr. 1,264,455 585,914 1,850,369
Total Non-Current Assets 1,309,787 606,114 1,915,901
TOTAL ASSETS 2,224,414 795,200 3,019,614
LIABILITIES
Current Liabilities:
Accounts Payable 296,209 10,662 306,871
Due to Other Funds 28,417 73,288 101,704
Utility deposits - 7,105 7,105
Capital Lease payable - Current Portion 14,704 - 14,704
Total Current Liabilities 339,330 91,054 430,385
Long-Term Liabilities:
Capital Lease Payable - Long-Term 31,628 - 31,628
Total Long-Term Liabilities 31,628 - 31,628
TOTAL LIABILITIES 370,958 91,054 462,013
NET POSITION
Net investment in capital assets 1,250,123 606,114 1,870,941
Restricted for:
Debt Service - - -
Other Purposes - - -
Unrestricted 603,333 98,031 701,365
TOTAL NET POSITION $ 1,853,456 $ 704,146 $ 2,557,601

See Accountant's Audit Report & Notes Which Accompany These Financial Statements



EXHIBIT B
TOWN OF MOUNDS, OKLAHOMA
STATEMENT OF ACTIVITIES
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2013

Program Revenues

Charges for

Operating
Grants and

Capital Net
Grants and (Expenses)/

Functions/Programs Expenses Services Contributions Contributions Revenue
Governmental activities:
Current:
General Government 107,102 $ 3,024 $ - $ 12,120 $ (91,958)
Public Safety 202,315 116,029 6,670 6,352 (73,264)
Street Department 10,574 - - 237,625 227,051
Parks & Recreation 2,710 - - - (2,710)
Culture & Education 39,654 - 5,108 - (34,546)
Total Governmental Activities 362,355 119,053 11,778 256,097 24,573
Business-type activities:
Sewer 95,341 74,663 - - (20,678)
Sanitation 74,029 93,244 - - 19,215
Street & Alley 39,145 - - - (39,145)
Parks & Recreations 9,768 - - - (9,768)
Total Business-type Activities 218,284 167,907 - - (50,377)
Total 580,639 $ 286,960 $ 11,778 $ 256,097 $ (25,804)
Changes in Net Position:
Governmental Business-Type
Activities Activities Total
Net (expense)/revenue $ 24,573 $ (50,377) % (25,804)
General revenues:
Sales Tax 237,190 - 237,190
Use Tax 26,129 - 26,129
Franchise Tax 28,202 - 28,202
Cigarette Tax 2,992 - 2,992
Alcoholic Beverage Tax 6,243 - 6,243
Gasoline Taxes - 2,170 2,170
Motor Vehicle Tax - 8,848 8,848
Interest Income 2,387 405 2,791
Miscellaneous Revenues 7,475 - 7,475
Transfers - Internal Activity - - -
Total general revenues & transfers 310,617 11,422 322,038
Changes in Net Position 335,190 (38,955) 296,234
Net Position - beginning 1,518,727 742,926 2,261,653
Net Position - prior year adjustment (461) 174 (287)
Net Position - ending $ 1,853,456 $ 704,146 $ 2,557,601

See Accountant's Audit Report & Notes Which Accompany These Financial Statements



ASSETS
Cash and cash equivalents
Investments
Taxes receivable
Accounts Receivable
Due from Other Governments
Due from Other Funds
Prepaid expense

TOTAL ASSETS

LIABILITIES & FUND EQUITY
LIABILITIES:
Due to Other Funds
Accounts Payable
TOTAL LIABILITIES

FUND BALANCES:
Nonspendable
Restricted
Committed
Assigned
Unassigned
TOTAL FUND BALANCES
TOTAL LIABILITIES AND FUND BALANCES

Reconciliation to Statement of Net Position:

TOWN OF MOUNDS, OKLAHOMA
BALANCE SHEET
GOVERNMENTAL FUNDS
DECEMBER 31, 2013

EXHIBIT C

Amounts reported for governmental activities in the Statement of Net Position are different because:

Capital assets used in governmental activities of $1,824,977, net of accumulated depreciation
of $528,522, are not financial resources and, therefore, are not reported in the funds.

Insurance reserve is long-term and not reported in the funds

Some liabilities, including capital debt obligations payable, are not due and payable in the current
period and therefore are not reported in the funds.

Net Position of Governmental Activities

Fire Other Total
General Department Governmental Governmental
Fund Fund Funds Funds
$ 169,702 $ 64,164 $ 57,118 $ 290,983
109,520 74,099 64,155 247,774
25,856 - - 25,856
4,343 10,770 11,833 26,946
235,750 - - 235,750
78,106 75 1,328 79,509
4,753 1,769 - 6,523
$ 628,030 $ 150,877 $ 134,434 $ 913,341
$ 23,911 $ 3,940 $ 565 $ 28,417
292,892 854 2,463 296,209
316,804 4,795 3,027 324,626
(203,745) 7,744 (3,027) (199,028)
- 138,338 134,434 272,772
514,971 - - 514,971
311,226 146,082 131,407 588,715
$ 628,030 $ 150,877 $ 134,434 $ 913,341
1,296,455
14,618
(46,332)
_$ 1853456

See Accountant's Audit Report & Notes Which Accompany These Financial Statements



TOWN OF MOUNDS, OKLAHOMA
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2013

EXHIBIT D

Fire Other Total
General Department Governmental Governmental
Fund Fund Funds Funds
REVENUES:
Sales Tax $ 237,190 $ - $ - 237,190
Use Tax 26,129 - - 26,129
Franchise Tax 28,202 - - 28,202
Cigarette Tax 2,992 - - 2,992
Alcoholic Beverage Tax 6,243 - - 6,243
Gasoline Taxes - - - -
Motor Vehicle Tax - - - -
Fire revenue - 38,294 - 38,294
Cemetery - - 779 779
Licenses and permits 2,245 - - 2,245
Fines and forfeitures 1,227 - 76,508 77,735
Grant Income 263,401 4,474 - 267,875
Donations 753 157 910
Miscellaneous Revenues 6,551 15 6,566
Interest 1,252 707 427 2,387
TOTAL REVENUES 576,184 43,647 77,714 697,545
EXPENDITURES:
Current:
General Government 119,426 - - 119,426
Public Safety 185,809 43,257 16,693 245,759
Street Department 281,852 - - 281,852
Parks & Recreation - - - -
Culture & Education 39,329 - - 39,329
TOTAL EXPENDITURES 626,416 43,257 16,693 686,366
EXCESS OF REVENUES OVER (UNDER)
EXPENDITURES (50,232) 390 61,021 11,180
OTHER FINANCING SOURCES (USES):
Operating Transfers In - - - -
Operating Transfers Out - - - -
Capital Debt Proceeds 63,330 - - 63,330
TOTAL OTHER FINANCING SOURCES (USES) 63,330 - - 63,330
NET CHANGES IN FUND BALANCES 13,098 390 61,021 74,510
FUND BALANCE - BEGINNING OF YEAR 297,618 145,692 70,386 513,696
FUND BALANCE - PRIOR YEAR ADJUSTMENT 510 - - 510
FUND BALANCE - END OF YEAR $ 311,226 $ 146,082 $ 131,407 588,715

See Accountant's Audit Report & Notes Which Accompany These Financial Statements
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EXHIBIT D (CONTINUED)
TOWN OF MOUNDS, OKLAHOMA
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2013

Reconciliation to Statement of Activities:
Net change in fund balances - total governmental funds $ 74,510
Amounts reported for governmental activities in the Statement of Activities are different because:
Repayment of debt principal is an expenditure in the governmental funds, but the repayment
reduces long-term liabilities in the Statement of Net Position:
Capital debt obligation principal payments 41,419
Issuance of new capital debt obligations is recorded as capital debt proceeds in the
governmental funds, but the proceeds create long-term liabilities in the Statement of Net Position:
Capital Debt Proceeds (63,330)

Insurance reserve is long-term and not reported in the funds (695)

Governmental funds report capital outlays as expenditures while governmental activities
report depreciation expense to allocate those expenditures over the life of the assets:

Capital asset purchases capitalized 347,138
Depreciation expense (63,851)
Change in Net Position of Governmental Activities $ 335,190

See Accountant's Audit Report & Notes Which Accompany These Financial Statements
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TOWN OF MOUNDS, OKLAHOMA
STATEMENT OF NET POSITION
PROPRIETARY FUNDS

DECEMBER 31, 2013

ASSETS

Current Assets:
Cash and cash equivalents
Investments
Accounts Receivable
Due from other funds
Prepaid expense

Total Current Assets

Noncurrent Assets:
Capital assets:
Land
Other capital assets, net of accumulated depreciation

Total Noncurrent Assets

TOTAL ASSETS

LIABILITIES & FUND EQUITY
Current Liabilities:

Accounts Payable

Utility deposits

Due to other funds

Notes Payable - Current Portion

Total Current Liabilities

Noncurrent Liabilities:
Notes Payable - Long-Term Portion

Total Noncurrent Liabilities
TOTAL LIABILITIES

NET POSITION:
Net investment in capital assets
Restricted for debt service
Unrestricted

TOTAL NET POSITION

EXHIBIT E

Mounds Public
Works Authority

Enterprise Fund

$ 133,461

13,168
15,682
22,195

4,579

189,086

20,200
585,914

606,114

795,200

10,662
7,105
73,288

91,054

91,054

606,114

98,031

$ 704,146

See Accountant's Audit Report & Notes Which Accompany These Financial Statements
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TOWN OF MOUNDS, OKLAHOMA

EXHIBIT F

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION

PROPRIETARY FUNDS

FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2013

OPERATING REVENUES:
Charges for services:
Sewer
Sanitation
Parks and Recreation
Misc Income
TOTAL OPERATING REVENUES

OPERATING EXPENSES:
Sewer
Sanitation
Street & Alley
Parks and Recreation
Depreciation

TOTAL OPERATING EXPENSES
NET OPERATING INCOME (LOSS)

NON-OPERATING REVENUES (EXPENSES)
Interest Income
Interest Expense
Tax Income

TOTAL NON-OPERATING REVENUES (EXPENSES)
NET INCOME (LOSS) BEFORE CONTRIBUTIONS & TRANSFERS

Capital Contributions
Transfers in
Transfers out

CHANGE IN NET POSITION

TOTAL NET POSITION - BEGINNING

TOTAL NET POSITION - PRIOR YEAR ADJUSTMENTS
TOTAL NET POSITION - ENDING

Mounds Public
Works Authority

Enterprise Fund

74,638
93,244

25

167,907

61,975
74,029
39,145

9,768
33,367

218,284

(50,377)

405

11,018

11,422

(38,955)

(38,955)
742,926
174

704,146

See Accountant's Audit Report & Notes Which Accompany These Financial Statements
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TOWN OF MOUNDS, OKLAHOMA
STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS

EXHIBIT G

FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2013

Net Cash Flows from Operating Activities:
Cash Receipts from Customers
Payments to Suppliers & Employee for Goods & Services
Receipts of Customer Utility Deposits, Net of Refunds

Net Cash Provided (Used) by Operating Activities

Net Cash Flows from Non-Capital Financing Activities:
Transfers to other funds
Transfers from other funds

Net Cash Provided (Used) by Non-Capital Financing Activities

Net Cash Flows from Capital & Related Financing Activities:
Capital Contributions
Additions to Capital Assets
Proceeds from sale of Capital Assets
Loan Proceeds received
Principal paid on Notes Payable
Interest paid

Net Cash Provided (Used) by Capital & Related Financing Activities

Net Cash Flows from Investing Activities:
(Increase) in Investments
Interest Income

Net Cash Provided (Used) by Investing Activities

Net Increase (Decrease) in Cash and Cash Equivalents
Cash & Cash Equivalents, Beginning of Year

Cash & Cash Equivalents, Prior Year Adjustment
Cash & Cash Equivalents, End of Year

Reconciliation of operating income (loss) to net cash provided
operating activities:
Operating Income (Loss)

Adjustments to reconcile operating income (loss) to net cash
provided (used) by operating activities

Depreciation

(Increase)Decrease in Accounts Receivable

(Increase)Decrease in Prepaid Expense

Increase(Decrease) in Accounts Payable

Increase(Decrease) in Due to Depositors

Net Cash Provided (Used) by Operating Activities

Mounds Public
Works Authority

Enterprise Fund

$ 167,089
(178,822)
200

(11,533)

27,264
(487)

26,777

(92)
405

313

15,556
117,905

$ 133,461

$ (50,377)

33,367

(818)

(1,641)
7,736
200

$ (11,533)

See Accountant's Audit Report & Notes Which Accompany These Financial Statements
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TOWN OF MOUNDS, OKLAHOMA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Town of Mounds, Oklahoma (the Town) complies with accounting
principles generally accepted in the United States of America (GAAP)
as applicable to governmental units. The Governmental Accounting
Standards Board (GASB) is responsible for establishing GAAP for state
and Tlocal governments through its pronouncements (Statements and
Interpretations). Governments are also required to follow the
pronouncements of the Financial Accounting Standards Board (FASB)
issued through November 30, 1989 (when applicable) that do not
conflict with or contradict GASB pronouncements. Although the Town
has the option to apply FASB pronouncements issued after that date to
its business-type activities and enterprise funds, the Town has chosen
not to do so. The more significant accounting policies established in
GAAP and used by the Town are discussed below.

A. Reporting Entity

The Town of Mounds, Oklahoma (Town) was incorporated under the
provisions of the Tlaws of the State of Oklahoma. The Town
operates under a Board of Trustees form of government and
provides the following services: general government, public
safety (police and fire), public works, parks and recreation.

The basic financial statements include the departments, agencies,
and other organizational units over which the Board of Trustees
exercise oversight responsibility. In evaluating how to define
the government for financial reporting purposes, management has
considered all potential component wunits. The decision to
include a component unit in the reporting entity was made by
applying the criteria set forth in GASB Statement No. 14 and No.
39. Based on the criteria Mounds Public Works Authority is the
only component unit. The definition of the financial reporting
entity is primarily based on the concept of financial

accountability. The financial reporting entity consists of the
primary government (the Town), and activities of Mounds Public
Works Authority. Financial actability exists if a primary

government appoints a voting majority of an organizations
governing body, and 1is either able to impose its will on the
organization or there 1is a potential for the organization to
provide a specific financial benefit to, or impose specific
financial burdens on, the primary government. Based upon the
application of these criteria, there are no other entities to
include in the Town’s financial statements.

15



TOWN OF MOUNDS, OKLAHOMA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013

Mounds Public Works Authority was created under the provisions of
Title 60, Sections 176 to 180, Oklahoma Statutes. The Authority
is managed by a Board of Trustees made up of members of the Town
Board of Trustees. The Authority operates sanitation and sewer
services for the Town of Mounds.

. Measurement Focus, Basis of Accounting and Basis of Presentation
- Fund Accounting

The Town’s basic financial statements consist of government-wide
statements, including a statement of net position and a statement
of activities, and fund financial statements, which provide a
more detailed Tlevel of financial information. Basis of
accounting determines when transactions are recorded 1in the
financial records and reported on the financial statements.
Government-wide financial statements are prepared using the
accrual basis of accounting.

Government-wide Financial Statements - The statement of net
position and the statement of activities display information
about the Town as a whole. These statements 1include the
financial activities of the primary government, except fiduciary
funds. The statements distinguish between those activities of
the Town that are governmental and those that are considered
business-type activities.

The statement of net position presents the financial condition of
the governmental and business-type activities at year-end. The
statement of activities presents a comparison between direct
expenses and program revenues for each program or function of the
Town’s governmental activities and for the business-type
activities of the Town. Direct expenses are those that are
specifically associated with a service, program or department and
therefore clearly identifiable to a particular function. Program
revenues include charges paid by the recipient of the goods or
services offered by the program, grants and contributions that
are restricted to meeting the operational or capital requirements
of a particular program and interest earned on program revenues
are presented as general revenues of the Town, with certain
limited exceptions. The comparison of direct expenses with
program revenues 1identifies the extent to which each business
segment or governmental function is self-financing or draws from
the general revenues of the Town.

Fund Financial Statements - During the year, the Town segregates
transactions related to certain Town functions or activities in

16



TOWN OF MOUNDS, OKLAHOMA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013

separate funds 1in order to aid financial management and to

demonstrate 1legal compliance. Fund financial statements are
designed to present financial information of the Town at this
more detailed Tlevel. The focus of governmental and enterprise
fund financial statements 1is on major funds. Major funds

represent 10% of assets, liabilities, revenues or expenditures of
the corresponding element for all funds of that category and is
at least 5% of the corresponding element total for all
governmental and enterprise funds combined or is a fund that the
government believes is important enough for financial statements

users to be reported as a major fund. Each major fund 1is
presented in a separate column. Non-major funds are aggregated
and presented in a single column. Fiduciary funds, if any, are

reported by type.

Fund Accounting - The accounts of the Town of Mounds are
organized on the basis of funds, each of which is considered to
be a separate accounting entity. The operations of each fund are
summarized by providing a separate set of self-balancing accounts
which include its assets, liabilities, fund equity, revenues and
expenses or expenditures. There are three categories of funds:
governmental, proprietary and fiduciary.

Governmental Funds - are used to account for the government’s
general government activities. Governmental fund types use the
flow of current financial resources measurement focus and the
modified accrual basis of accounting. Under the accrual basis of
accounting, revenues are recognized when susceptible to accrual
(i.e., when they become measurable and available). “Measurable”
means that the amount of the transaction can be determined and
“available” means collectible within the current period or soon
enough thereafter to be used to pay liabilities of the current
period. The government considers all revenues available if they
are collected within 30 days after year-end. Expenditures are
recorded when the related fund liability is incurred, except for
general obligation bond principal and interest which are reported
as expenditures in the year due.

Major revenue sources susceptible to accrual include: sales and
use taxes, property taxes, franchise taxes (fees),
intergovernmental revenues, and investment income. In general,
other revenues are recognized when cash is received.

17



TOWN OF MOUNDS, OKLAHOMA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013

The following are the Town’s major governmental funds:
General Fund:

The General Fund is the general operating fund of the Town. ATl
financial resources, except those required to be accounted for in
a separate fund, are accounted for in the General Fund.

Special Revenue Funds:

These funds are established to account for the proceeds of
specific revenue sources other than special assessments,
expendable trusts, or major capital projects that are Tegally
restricted to expenditures for specified purposes.

Proprietary Funds - are accounted for on the flow of economic
resources measurement focus and wuse the accrual basis of
accounting. Under this method, revenues are recorded when earned
and expenses are recorded at the time Tiabilities are incurred.
Proprietary funds are classified as enterprise funds.

Enterprise Funds:

The enterprise funds are used to account for operations that are
operated in a manner similar to private business enterprises
where the intent of the governing body is that the costs
(expenses, including depreciation) of providing goods or services
to the general public on a continuing basis are financed or
recovered primarily through user charges. The Town’s only
enterprise fund is the Mounds Public Works Authority.

. Budgetary Accounting and Control

The Town adopts an annual budget for all funds established by the
governing body as required by 0.S. 11 Section 17.207 through
17.210. The state statutes also require that the budget be
adopted by resolution or per the town charter at the legal level
of classification (fund, department, & object category) and that
the budget be filed with the County Clerk and the State Auditor
and Inspector. The Town may transfer budgeted amounts within and
among departments. The budget is prepared on a cash basis.

. Cash and Investments

Cash includes amounts in demand deposits. The Town considers all
cash on hand, demand deposits and highly liquid investments, with
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DECEMBER 31, 2013

an original maturity of three months or less when purchased, to
be cash and cash equivalents.

The investments reported in the financial statements consist of
Certificates of Deposit.

. Encumbrances

Encumbrance accounting, under which purchase orders, contracts
and other commitments for the expenditure of funds are recorded
in order to reserve that portion of the applicable
appropriations, is employed in the governmental funds.
Encumbrances outstanding at yearend are reported as reservations
of fund balances.

. Accounts Receivable

The Authority has accounts receivable from its utility customers.
There 1is no allowance for doubtful accounts as the Authority
considers all accounts fully collectible.

The governmental funds have accrued taxes to be received 1in
January and balances due for police fines.

. Inventories and Prepaid Expenses

Inventories 1in governmental funds consist of expendable supplies
held for consumption stated on a first-in, first-out basis. They
are reported at cost which is recorded as an expenditure at the
time individual inventory items are used. Proprietary funds and
similar component unit inventories are recorded at the lower of
cost or market on a first-in, first-out basis. The Town has not
maintained inventory records; however, the value of inventory on
hand at December 31, 2013 is not considered to be material.

. Capital Assets

The Town’s property, plant, equipment and infrastructure with
useful Tives of more than one year are stated at historical costs
and comprehensively reported in the government-wide financial
statements. The Town maintains infrastructure assets records
consistent with all other capital assets. Proprietary and
component unit capital assets are also reported in their
respective fund and combining components units’ financial
statements. Donated assets are stated at fair value on the date
donated. The Town maintains a capitalization threshold of
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$2,500. The cost of normal maintenance and repairs that do not
add to the assets value or materially extend useful lives are not
capitalized. Capital assets, including those of component units,
are depreciated using the straight-line method. When capital
assets are disposed, the ~cost and applicable accumulated
depreciation are moved from the respective accounts, and the
resulting gain or loss is recorded in operations.

Estimated useful Tlives, 1in years, for depreciable assets are as
follows:

Buildings 5-60 years
Improvements, other than buildings 2-50 years
Mobile equipment 3-40 years
Furniture, machinery and equipment 3-30 years
Utility system 5-50 years

. Compensated Absences

Full-time, permanent employees are granted personal Tleave in
varying amounts to specified maximums depending on tenure with
the Town. The estimated 1liabilities include required salary-
related payments. Compensated absences are reported as accrued
in the government-wide, proprietary, fiduciary, and component
unit financial statements. Governmental funds report only
matured absences payable to currently terminating employees and
are included in wages and benefits payable.

. Long-Term Obligations

Long-term Tiabilities expected to be financed from Proprietary
Fund operations are accounted for in that fund (Mounds Public
Works Authority).

. Fund Equity

Equity is classified as net position and displayed in three
components:

1. Net investment in capital assets—Consists of capital assets
including restricted capital assets, net of accumulated
depreciation and reduced by the outstanding balances of any
bonds, mortgages, notes, or other borrowings that are
attributable to the acquisition, construction, or
improvements of those assets and adjusted for any deferred
inflows and outflows of resources attributable to capital
assets and related debt.
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2. Restricted—Consists of restricted assets reduced by
liabilities and deferred inflows or resources related to
those assets, with restriction constraints placed on the use
either by (a) external groups such as creditors, grantors,
contributors, or Taws and regulations of other governments;
or (b) Tlaw through constitutional provisions or enabling
legislation.

3. Unrestricted—Net amounts of assets, deferred outflows of
resources, liabilities, and deferred inflows of resources
that are not included in the determination of net investment
in capital assets or the restricted component of net
position.

It is the Town’s policy to first use restricted net resources
prior to the use of unrestricted net resources when an expense is
incurred for purposes for which both restricted and unrestricted
net resources are available.

Fund Balance

In accordance with Government Accounting Standards Board 54, Fund
Balance Reporting and Governmental Fund Type Definitions, the
Town classifies governmental fund balances as follows:

e Non-spendable - Includes fund balance amounts that cannot
be spent either because it 1is not in spendable form or
because of legal or contractual constraints.

e Restricted - 1Includes fund balance amounts that are
constrained for specific purposes which are externally
imposed by providers, such as creditors or amounts
constrained due to constitutional provisions or enabling
legislation.

e Committed - 1Includes fund balance amounts that are
constrained for specific purposes that are internally
imposed by the government through formal action of the
highest level of decision making authority and does not
lapse at year-end.

e Assigned - Includes fund balance amounts that are
intended to be wused for specific purposes that are
neither considered restricted or committed. Fund Balance
may be assigned by the Board.

e Unassigned - Includes positive fund balance within the
General Fund which has not been classified within the
above mentioned categories and negative fund balances in
other governmental funds.

21



TOWN OF MOUNDS, OKLAHOMA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013

The Town uses restricted/committed amounts to be spent first when
both restricted and unrestricted fund balance is available unless
there are 1legal documents/contracts that prohibit doing this,
such as a grant agreement requiring dollar for dollar spending.
Additionally, the Government would first use committed, then
assigned and Tlastly unassigned amounts of wunrestricted fund
balance when expenditures are made.

The Government does not have a formal minimum fund balance
policy.

The purposes of each major special revenue fund and revenue
source is listed below:

Major Special Revenue Fund Revenue Source
Fire Department Fund Fire Runs
Grant Income

. Interfund Transactions

Quasi-external transactions are accounted for as revenues,
expenditures, or expenses. Transactions that constitute
reimbursements to a fund for expenditures/expenses initially made
from it that are properly applicable to another fund, are
recorded as expenditures/expenses in the reimbursing fund as a
reduction of expenditures/expenses in the fund that s
reimbursed.

A1l other interfund transactions, except quasi-external
transactions and reimbursements are reported as transfers. All
interfund transfers are reported as operating transfers. The
interfund transactions have not been reconciled, but are
considered immaterial.

. Use of Estimates

The preparation of financial statements in conformity with
accounting principles generally accepted in the United States of
America requires management to make estimates and assumptions
that affect the reported amounts of assets and Tiabilities,
disclosure of contingent assets and Tliabilities at the date of
the financial statements, and the reported amounts of revenue and
expenses during the reporting period. Actual results could
differ from those estimates.
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NOTE 2 - DEPOSITS AND INVESTMENTS

Custodial Credit Risk

At December 31, 2013, the Town held deposits of approximately $685,386
at financial institutions. The Town’s cash deposits, including
interest-bearing certificates of deposit are covered by Federal
Depository Insurance (FDIC) or direct obligation of the U.S.
Government insured or collateralized with securities held by the Town
or by its agent in the Town’s name.

Investment Interest Rate Risk

The Town does not have a formal investment policy that Timits
investment maturities as a means of managing 1its exposure to fair
value losses arising from increasing interest rates.

Investment Credit Risk

The Town has no policy that 1imits its investment choices other than
the Timitation of state law as follows:

a. Direct obligations of the U.S. Government, 1its agencies and
instrumentalities to which the full faith and credit of the U.S.
Government is pledged, or obligations to the payment of which
the full faith and credit of the State is pledged.

b. Certificates of deposits or savings accounts that are either
insured or secured with acceptable collateral with in-state
financial 1institutions, and fully insured certificates of
deposit or savings accounts in out-of-state financial
institutions.

c. With certain 1limitation, negotiable certificates of deposit,
prime  bankers’ acceptances, prime commercial paper and
repurchase agreements with certain Timitations.

d. County, municipal or school district tax supported debt
obligations, bond or revenue anticipation notes, money
judgments, or bond or revenue anticipation notes of public
trusts whose beneficiary 1is a county, municipality or school
district.

e. Notes or bonds secured by mortgage or trust deed insured by the
Federal Housing Administrator and debentures issued by the
Federal Housing Administrator, and 1in obligations of the
National Mortgage Association.

f. Money market funds regulated by the SEC and in which investments
consist of the investments mentioned in the previous paragraphs
(a.-d.).
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NOTE 3 - INSURANCE RESERVE

The insurance reserve relates to risk management activities. Town of
Mounds, Oklahoma’s risk management activities consist of purchasing
policies from commercial insurance carriers. As part of its risk
management activity, the Town has purchased workers’ compensation
insurance from Oklahoma Municipal Assurance Group (the Group). The
premium paid for the workers’ compensation insurance includes an
amount which 1is placed in a 1loss fund for the Town of Mounds,
Oklahoma. The balance of the premium is used for administration of
the insurance and obtaining insurance coverage. The loss fund is an
actuarially determined estimate of the Town’s expected workers’
compensation claims during the policy period. At December 31, 2013,
the balance in the fund was $13,332.

If the actual losses are less than the amount of the loss fund, the
difference may be refunded to the Town or placed in an escrow account
for the Town of Mounds, Oklahoma. Refunds may begin as early as two
years after the end of the plan year. The reinsurance purchased by
the Group covers claims 1in excess of the 1loss fund. The Town of
Mounds, Oklahoma 1is not obligated to pay any amount in excess of its
annual premium. The amount in the escrow account at December 31, 2013
was $0. This money may be refunded on written request.

Renewal premiums to be billed the Town of Mounds, Oklahoma are Timited
to a maximum reduction of 10% from the prior year’s billed premium.
Any portion of the billed premium in excess of the amount required to
fully fund the Town’s actuarial premium is held by the Group in the
Rate Stabilization Reserve (RSR) for the Town. RSR balances will be
applied to offset any future billed premium increases in excess of 10%
over the prior year’s billed premium. The Town of Mounds, Oklahoma is
entitled to a refund of any RSR balance upon termination of their
participation in the insurance. The Town of Mounds, Oklahoma had
$1,286 in the RSR as of December 31, 2013.

NOTE 4 - CAPITAL ASSETS

Primary Government capital asset activity for the year is as follows:
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Governmental Activities:
Non-depreciable assets:

Land

Total non-depreciable assets

Depreciable assets:

Buildings

Infrastructure & Improvements
Other Than Buildings

Furniture, Machinery & Equipment
Total depreciable assets

Less: Accum. Depreciation for:
Buildings

Infrastructure & Improvements
Other Than Buildings

Furniture, Machinery & Equipment
Total accumulated depreciation

Total depreciable assets, net

Total Governmental Activities
Capital Assets, Net

DECEMBER 31, 2013

Balance at Balance at

Dec. 31, Dec. 31,

2012 Additions Deductions 2013

$ 32,000 $ - $ - $ 32,000
$ 32,000 $ - $ - $ 32,000
653,538 - - 653,538
310,769 281,052 - 591,821
481,532 66,086 - 547,618
1,445,839 347,138 - 1,792,977
144,913 12,129 - 157,042
39,579 9,059 - 48,638
280,179 42,664 - 322,843
464,671 63,851 - 528,522
981,168 283,287 - 1,264,455
$ 1,013,168 $ 283,287 $ - $ 1,296,455
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Balance at Balance at
Dec. 31, Dec. 31,
2012 Additions Deductions 2013

Business-Type Activities:
Non-depreciable assets:
Land $ 20,200 $ - $ - $ 20,200
Total non-depreciable assets $ 20,200 $ - $ - $ 20,200
Depreciable assets:
Buildings - - - -
Infrastructure & Improvements
Other Than Buildings 1,133,890 - - 1,133,890
Furniture, Machinery & Equipment 35,334 - - 35,334
Total depreciable assets 1,169,223 - - 1,169,223
Less: Accum. Depreciation for:
Buildings - - - -
Infrastructure & Improvements
Other Than Buildings 533,265 31,331 - 564,595
Furniture, Machinery & Equipment 16,679 2,036 - 18,714
Total accumulated depreciation 549,943 33,367 - 583,310
Total depreciable assets, net 619,280 (33,367) - 585,914
Total Business-Type Activities
Capital Assets, Net $ 639,480 $ (33,367) § - $ 606,114

Depreciation expense was charged to functions of the primary
government as follows:

GOVERNMENTAL ACTIVITIES: BUSINESS-TYPE ACTIVITIES:
General Government $ 11,402 PubTic Works $ 33,367
Public Safety 39,639 $ 33,367
Parks and Recreation 2,710
Street 9,775
Culture and Education 325

$ 63,851

NOTE 5 - CHANGES IN LONG-TERM DEBT

GOVERNMENTAL FUND TYPES:

The Town has entered into a lease agreement as lessee for financing
the acquisition of a building. The Tease agreement qualifies as a
capital Tease for accounting purposes since title transfers at the end
of the Tease term and it has been reported at the present value of the
future minimum Tease payments. The lease was paid off during 2013.
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The Town entered into a lease purchase agreement for the purchase of a
2013 Ford Police Interceptor Utility and 2013 Ford Police Interceptor
Sedan. The lease includes four annual payments of $16,997.71, with
the first payment due March 8, 2013. The interest rate for the Tlease
is $4.95%.

The following is a summary of capital Tease obligations for the year
ended December 31, 2013:

Balance Balance
12/31/2012 Additions Deductions 12/31/2013

Capital Lease - AHB 23,770 - (23,770) -
Capital Lease - Ford - 63,330 (16,998) 46,332

$ 23,770 $ 63,330 $ (40,768) $ 46,332

A summary of future maturities of principal and interest are as
follows:

Year Ending

December 31, Principal Interest Total
2014 $ 14,704 $ 2,293 $ 16,998
2015 15,432 1,566 16,998
2016 16,196 802 16,998
2017 - - -
2018 - - -
Total $ 46,332 $ 4,661 $ 50,993

PROPRIETARY FUND TYPES:

The Mounds Public Works Authority does not have any long-term debt.

NOTE 6 - COMPENSATED ABSENCES

The amount that should be reported for accrued compensated absences is
not known but is not believed to be material.

NOTE 7 - PENSION OBLIGATIONS

Oklahoma Firefighter’s Pension and Retirement System

The Town participates 1in the Oklahoma Firefighters Pension and
Retirement System (the Plan) on behalf of its volunteer firefighters.
The Town contributes $60/year for each volunteer firefighter as set by
Oklahoma Statutes; voluntary firefighters do not contribute to the
Plan. The Plan provides retirement, death, and disability benefits to
plan members and beneficiaries. The Plan 1is an agent multiple-
employer, or municipality, contributory defined benefit pension plan.
The authority to amend and establish benefit provisions of the Plan
rests with the Board of Trustees of the Plan. The Plan 1issues a
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publicly available financial report that includes financial statements
and required supplementary information. That report as well as
actuarial assumptions and funding information may be obtained by
writing to the Oklahoma Firefighters Pension and Retirement System c/o
Oklahoma State Firefighters Association, 4545 N. Lincoln Blvd., Suite
265, Oklahoma City, OK 73105-3414.

The required contribution from the Town for this plan was $960, $840
and $1,020 for 2013, 2012 and 2011, respectively. The required
contribution was fully contributed.

Oklahoma Municipal Retirement Fund

The Town allows employees to participate in Oklahoma Municipal
Retirement Fund, a defined contributions plan. The plan is funded by
contributions from participants and employees. The following 1is a
summary of eligibility factors, contribution methods, and benefit
provision:

ETigibility A1l regular, full-time -employees except
police, firefighters and other employees
who are covered under an approved system.

Employee contributions 5% of pay

Employer contributions 5% of pay

Service

Credited Service The Tlast period of continuous employment

with the employer excluding any periods
before the effective date of the plan
specified in the adoption agreement.

Vesting Credited service plus transferred service
from other OMRF employees.

Benefit Eligibility 5 or more years of vesting service.

Final Average

Compensation The average of the 5 highest consecutive
annual salaries out of the last 10 years of
service.

Accrued Benefit PTan AA
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Normal Retirement Age

Normal Retirement
Eligibility

Benefit

Early Retirement

Eligibility

Benefit

Disability Retirement

Eligibility

Benefit

Termination Before
Retirement Age
Before Vesting

After Vesting

In-service Death
Before Vesting

After Vesting

(married

DECEMBER 31, 2013

2.65% of final average compensation
multiplied by the number of years of
credited service.

Age 65 with 5 or more years of vesting
service.

Termination of employment on or after
normal retirement age.

The accrued benefit payable immediately.

Termination after age 55 with 5 or more
years.

The accrued benefit payable starting at
normal retirement, or the accrued benefit
reduced 5% per year for commencement prior
to normal retirement age.

Total and permanent disability after 5 or
more years of service.

The accrued Dbenefit is payable upon
disablement without reduction for early
payment

Return of employee contributions with
interest.

The accrued benefit payable starting at age
65, or a reduced benefit payable at an
early retirement age.

Return of member contributions with
interest.

50% of the accrued benefit is payable to
the spouse
until death or remarriage.
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participants only)

After Vesting 50% of the accrued benefit 1is payable for
60 months

(other certain.

participants)

Payment Options
Normal form The normal form of payments of the accrued
benefits is a monthly lifetime annuity with
5 years certain.

Optional forms Disability retirement benefits are paid
only under the normal form.

Other retirement benefits are available

under actuarially equivalents optional

forms:

- Joint and 50% survivor annuity

- Joint and 66-2/3rds last survivor
annuity

- Joint and 100% survivor annuity

Cost of Living Benefits 1in payment status are adjusted
each July 1° based on the percentage change
in the CPI. The maximum increase is 3% per
year.

Contributions required by State Statute:

FYE Required Contributions % Contributed
12/31/13 $8,103 100%
12/31/12 $7,184 100%
12/31/11 $7,664 100%

NOTE 8 - RISK MANAGEMENT

The Town is exposed to various risks of Toss related to torts; theft
of, damage to, and destruction of assets; errors and omissions;

injuries to employees; and natural disasters. The Town purchases
commercial insurance to reduce their risk of loss, including workers’
compensation. Settled claims resulting from these risks have not

exceeded commercial insurance coverage in any of the past three years.
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NOTE 9 - CONTINGENT LTABILITIES

The Town 1is a defendant 1in 1legal actions arising from normal
governmental activities. Most of these actions are covered by
insurance. Although the outcome of these Tlawsuits is not presently
determinable, management believes that the resolution of these matters
will not have a material adverse effect on the financial condition of
the Town.

In the normal course of operations, the Town participates in various
federal and state grant programs from year to year. Amounts received
or receivable from grantor agencies are often subject to audit and
adjustment by the grantor agency. Any disallowed claims, including
amounts already ~collected, may constitute a Tliability of the
applicable fund. The amount, if any, of expenditures which may be
disallowed by the grantor agency cannot be determined at this time,
although the Town expects such amounts, if any, to be immaterial.

NOTE 10 - FUND EQUITY

As described in Note 1 above, equity is classified as net position and
displayed in three components:

1. Net investment in capital assets
2. Restricted
3. Unrestricted

Fund Balances

Town of Mounds, Oklahoma
Disclosure of Fund Balances Reported on Balance Sheet
For Fiscal Year Ending December 31, 2013

Fire Other Total
General Department Governmental Governmental
Fund Fund Funds Funds
FUND BALANCES:
Unspendable $ (203,745) $ 7,744 $ (3,027) $ (199,028)
Assigned to:
Fire Department - 138,338 - 138,338
Court Fund - - 67,465 67,465
Cemetery Fund - - 66,969 66,969
Unassigned 514,971 - - 514,971
Total $ 311,226 $ 146,082 $ 131,407 $ 588,715
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NOTE 11 - STREET IMPROVEMENT PROJECT

2012 REAP Grant $ 60,000.00
2013 REAP INCOG Grant 60,000.00
CDBG Grant 125,000.00
Town’s Contribution 43,552.45
Total Project $288,552.45

The expenditure for the improvement project, not including the
administrative fees, was incurred in December 2013. Therefore, grant
income of $237,625 has been recorded in 2013 and included as a
receivable in Due From Other Governments. This Tleaves a remaining
balance due for the CDBG Grant in the amount of $7,375, which will be
received in 2014. Income and expenses from this project are included
as Street Department income and expenses. The expenditures were
capitalized for the government-wide financial statements.

NOTE 12 - CIP PROJECT

The Town received and expended $12,120.00 from CDBG for a CIP Project.
The 1income and expenses have been 1included as General Government
income and expenses.

NOTE 13 - SUBSEQUENT EVENTS

The Town did not have any subsequent events through April 24, 2015,
which is the date the financial statements were issued, for events
requiring recording or disclosure in the financial statements for the
year ending December 31, 2013.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Town Council
Town of Mounds, Oklahoma

We have audited, in accordance with the auditing standards generally accepted
in the Unites States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States, and in accordance with Oklahoma Statutes, the
financial statements of the governmental activities, the business-type
activities, each major fund and the aggregate remaining fund information of
the Town of Mounds, Oklahoma, as of and for the year ended December 31, 2013,
and the related notes to the financial statements, which <collectively
comprise the Town’s basic financial statements, and have issued our report
thereon dated April 24, 2015. The Town of Mounds has implemented the general
provisions of the Governmental Accounting Standards Board (GASB) Statement
No. 34, except that the Town did not present the required MD&A and Budgetary
Comparison Information.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Town of Mounds,
Oklahoma’s internal control over financial reporting (internal control) to
determine the audit procedures that are appropriate in the circumstances for
the purpose of expressing our opinion on the financial statements, but not
for the purpose of expressing an opinion on the effectiveness of the Town of
Mounds, Oklahoma’s internal control. Accordingly, we do not express an
opinion on the effectiveness of the Town of Mounds’ internal control.

A deficiency in internal control exists when the design or operation of a
control does not allow management or employees, in the normal course of
performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness 1is a deficiency, or
combination of deficiencies, 1in internal control, such that there 1is a
reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely
basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than material weakness,
yet important enough to merit attention by those charged with governance.

OQur consideration of internal control was for the limited purpose described
in the first paragraph of this section and was not designed to identify all
deficiencies 1in internal control that might be material weaknesses or
significant deficiencies. Given these Timitations, during our audit we did
not identify any deficiencies in internal control that we consider to be
material weaknesses. However, material weakness may exist that have not been
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identified. We did identify certain deficiencies 1in idinternal control,

described 1in the accompanying Schedule of Findings that we consider to be
significant deficiencies. Those deficiencies are listed as Item 13-01.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Town of Mounds’
financial statements are free of material misstatement, we performed tests of
compliance with certain provisions of Taws, regulations, contracts and grant
agreements, noncompliance with which could have a direct and material effect
on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our
audit, and accordingly we do not express such an opinion. The results of our
tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

Town of Mounds’ Response to Findings

The Town of Mounds’ response to the findings identified in our audit is
described in the accompanying Schedule of Findings. The Town of Mounds’
response was not subjected to the auditing procedures applied in the audit of
the financial statements and, accordingly, we express no opinion on it.

Purpose of this Report

This report is intended solely to describe the scope of our testing of
internal control and compliance and the results of that testing, and not to
provide an opinion on the effectiveness of the entity’s internal control or

on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s
internal control and compliance. Accordingly, this communication is not

suitable for any other purposes.

flrsboans CPA # fssecinte, FE.

Kershaw CPA & Associates, PC

April 24, 2015
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INTERNAL CONTROL FINDINGS:

Item 13-01: Segregation of Duties

Criteria: A good system of internal control requires a proper
segregation of duties to prevent one person from being in a position
to authorize, execute, and record the same transaction.

Condition: Due to the size of the Town’s major areas of internal
control, that would be prevalent in a larger Town, such segregation of
duties 1is not available for this size operation. Duties are

concentrated in the hands of a few individuals, who are responsible
for all phases of the accounting functions. Because of this lack of
division of responsibility, internal control is determined to be weak,
and in some instances, non-existent.

Cause/Effect: Due to the 1limited number of personnel, a breach of
internal controls could occur and not be detected in the normal course
of operations.

Recommendation: The Board should continue to be actively involved in
the operations of the Town.

Response: The Board continues to be actively idinvolved in the
operations of the Town.
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EXHIBIT H
TOWN OF MOUNDS, OKLAHOMA
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
DECEMBER 31, 2013

SPECIAL REVENUE FUNDS Total
Nonmajor
Cemetery Court Governmental
Fund Fund Funds

ASSETS

Cash and cash equivalents $ 2,814 $ 54,304 $ 57,118

Investments 64,155 - 64,155

Accounts Receivable - 11,833 11,833

Due from Other Funds - 1,328 1,328
TOTAL ASSETS $ 66,969 $ 67,465 $ 134,434
LIABILITIES & FUND EQUITY
LIABILITIES:

Accounts Payable $ - $ 2,463 $ 2,463

Due to Other Funds - 565 565
TOTAL LIABILITIES - 3,027 3,027
FUND BALANCES:

Nonspendable - (3,027) (3,027)

Restricted - - -

Committed - - -

Assigned 66,969 67,465 134,434

Unassigned - - -
TOTAL FUND BALANCES 66,969 64,438 131,407
TOTAL LIABILITIES AND FUND BALANCES $ 66,969 $ 67,465 $ 134,434

See Accountant's Audit Report & Notes Which Accompany These Financial Statements
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EXHIBIT |
TOWN OF MOUNDS, OKLAHOMA
COMBINING STATEMENT OF REVENUES, EXPENDITURES & CHANGES IN FUND BALANCE
NONMAJOR GOVERNMENTAL FUNDS
FOR THE FISCAL YEAR ENDED DECEMBER 31, 2013

SPECIAL REVENUE FUNDS Total
Nonmajor
Cemetery Court Governmental
Fund Fund Funds
REVENUES:
Cemetery Sales $ 779 $ - $ 779
Fines and forefeitures - 76,508 76,508
Interest 359 69 427
TOTAL REVENUES 1,138 76,576 77,714
EXPENDITURES:
Current:
General Government - - -
Public Safety - 16,693 16,693
TOTAL EXPENDITURES - 16,693 16,693
EXCESS OF REVENUES OVER (UNDER)
EXPENDITURES 1,138 59,884 61,021
OTHER FINANCING SOURCES (USES):
Operating Transfers In - - -
Operating Transfers Out - - -
Capital Debt Proceeds - - -
TOTAL OTHER FINANCING SOURCES (USES) - - -
NET CHANGES IN FUND BALANCES 1,138 59,884 61,021
FUND BALANCE - BEGINNING OF YEAR 65,831 4,554 70,386
FUND BALANCE - PRIOR YEAR ADJUSTMENT - - -
FUND BALANCE - END OF YEAR $ 66,969 $ 64,438 $ 131,407

See Accountant's Audit Report & Notes Which Accompany These Financial Statements
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